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EDITORIAL DEPARTMENT NOTE 


Recently, in discussions on cost control there has bobbed up 
quite frequently the statement, “There is little that can be done 
in controlling labor costs. Under present conditions, they are 
practically fixed.” While it is true that wage rates have 
become more rigid, and various methods formerly used for 
labor cost control purposes have been eliminated at the in- 
sistence of labor leaders in recent years, there is still a wide 
field for controlling the cost of labor per unit of product, in 
spite of the more rigid cost per unit of time. This will be 
evident to any reader of the three articles in this issue of the 
Bulletin. We have in this issue a discussion of the newer 
developments in controlling labor costs, a comparison of meas- 
ured day work with incentive plans, and a case study dealing 
with an application of measured day work. 

The author of the first article is Irvin Gerofski who, fol- 
lowing his graduation from the Massachusetts Institute of 
Technology in 1923, held various positions as Foreman, Pro- 
duction Manager, Industrial Engineer and Factory Superin- 
tendent. Since 1929, Mr. Gerotski has been employed as a 
Management Engineer with Scovell, Wellington & Co. and its 
successor, McKinsey, Wellington & Co. He has appeared as 
— before several N.A.C.A. chapters and addressed the 

incinnati Convention in 1936. 

Archibald Williams, the author of the second article, was a 
classmate of Mr. Gerofski at M.I.T. and graduated in the 
same year, 1923. Following two years as a cadet engineer 
with a shipbuilding company, he joined the Hood Rubber Co. 
as Mechanical Engineer, subsequently holding the positions of 
Production Supervisor, Director of Training and Personnel 
Supervisor. Since 1937, Mr. Williams has Director of 
Personnel for the Ray theon Production Corp. of Newton, Mass. 

Our third article is by Coleman Sellers, 3rd, Plant Manager 
of William Sellers and Company, Inc., of Philadelphia. Mr. 
Sellers graduated from the University of Pennsylvania in 1915, 
and in 1928, received the professional M.E. degree from his 
Alma Mater. His business experience has all been with his 
present company where he started as Repair Superintendent, 
and adavnced through the positions of Assistant Superintendent, 
Executive Engineer and Assistant Manager to his present posi- 
tion. Mr. Sellers has been active in the affairs of the American 
Society of Mechanical Engineers and is now serving as Chair- 
man of its Philadelphia Section. 
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NEW DEVELOPMENTS IN CONTROLLING 
LABOR COSTS 


By Irvin Gerofski, 
McKinsey, Wellington & Co., Boston, Mass. 


[TF WE view the progress of industrial management over a long 

period of years, we are impressed by the continuous advance 
in the technique of control as it has been applied to many phases 
of business operation. Clearly defined purposes and well estab- 
lished principles seem to have guided the development of most of 
these tools of management. To be sure, numerous improvements 
in methods, procedures and mechanical facilities were important 
contributing factors, but more important was the fact that there 
had been little occasion for change in fundamental concepts of 
control technique and that it was unnecessary to try new paths 
from time to time. 

In the field of labor cost control, such unity and consistency of 
purpose and direction has never existed. There is no evidence that 
any well considered permanent policy has governed the approach 
to this subject. 

The idea of automatically relating wage payment to production 
was the first to find expression as a medium of labor cost control. 
The early efforts relied heavily upon the use of systems to stimu- 
late workers to greater production. In spite of Frederick Taylor’s 
endeavor to focus attention upon the basic considerations of 
methods, manufacturing processes, tools and working conditions, 
his idea of a piece-work system and the implication of an auto- 
matically controlled iabor cost had a much stronger appeal. Con- 
sequently, management yielded to the temptation of making its 
employees self-supervising, as they thought, by paying wages only 
for work produced. 


The Piece-Work System and Scientific Time Study 


The first approach was through the medium of piece-work, a 
device, it was thought, to induce employees to work harder and 
thereby produce more in a given time. This appeared to be an 
exceedingly effective method, especially in comparison with the 
loose and open day-work system which preceded it. We know now, 
however, that management was soon to be disillusioned. Although 
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payment of wages was made only for work produced, it soon be- 
came clear that other costs were creeping into the product that 
were not apparent in the payroll. Thus the expenditures for mate- 
rials, tools and other purposes frequently increased to such an 
extent that an appreciable part of the labor savings was cancelled. 
Furthermore, since the rates established under that system were 
usually based upon previous experience or upon a foreman’s 
judgment, they were seldom equitable. 

As a result, there was a tendency for earnings to rise far 
beyond anticipated levels, and this in turn led to the practice of 
making rate reductions from time to time. Once this policy of 
changing rates for the purpose of limiting earnings was established 
in a plant, it acted as an effective deterrent to further increases in 
production, especially by employees whose rates had not yet been 
subjected to such adjustments. There was no inducement to in- 
crease output when it was recognized that a comparable increase 
in earnings could not be assured. Thus the plan which was in- 
tended to operate as an incentive to greater production developed 
into an instrument for the restriction of output. 

Unfortunately, these conditions were not usually obvious be- 
cause apparent progress was made continually in the reduction of 
labor rates. Operations were constantly being found which pro- 
duced excessive earnings and which were, therefore, subjected to 
rate revision. It seemed that labor costs were constantly being 
reduced, and that any looseness which existed in the original 
rates must inevitably be corrected through this procedure. These 
reductions, however, represented only a small fraction of the ulti- 
mate possibilities. The employee often concealed these oppor- 
tunities by conscious restriction of his output, and thereby con- 
cealed potential improvements many times as great as those which 
were realized. 

We think we have a full appreciation of the defects of that 
early system. What we do not realize, however, is that this first 
effort of management in the field of labor control almost com- 
pletely ignored the employee himself. This was destined to have 
a more far-reaching influence than any defects inherent in the 
wage payment methods. 

Ultimately piece rates gave way to time standards established 
through more careful timing methods. Plans were introduced 
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through which greater accuracy was obtained by analyzing opera- 
tions into their fundamental elements. There was developed a 
realization that certain basic requirements relating to the personnel 
must be taken into consideration. Thus there came into more 
general use plans which guaranteed minimum earnings to the 
worker irrespective of his output, and which guaranteed against 
rate reductions. There was also a general recognition and accept- 
ance of the importance of operating instructions, route sheets, 
bills of material and the planning and scheduling of production. 

Many of these plans are still widely employed. The least that 
might be said for them is that they involve a somewhat more 
logical approach towards reduced costs than the procedure of the 
manager who depended for his rates upon the casual opinion of 
the operating foremen, or upon the presumed infallibility of a 
stop watch reader. But the key to more production was still con- 
sidered to be greater exertion by the employee. 


Methods Study 


Much of the excellent standardization work that has been 
done in industry has been deprived of its potential effective- 
ness because no consideration has been given to the selection 
of the best possible means for utilizing the standards. It became 
apparent that a study of methods was first essential ; that proper 
standards should be established only after the methods were per- 
fected; and that only then could wage incentives be safely in- 
troduced. 

Although the importance of the study of methods as a basis 
for wage incentives has been emphasized for over forty years, 
even today comparatively few of the well known and generally 
accepted wage payment plans recognize this importance. Instead, 
they rely primarily upon the financial incentive for increase in 
output and reduction in labor cost. Actually, therefore, the reduc- 
tion of labor cost is left to such varied, untrained and non-technical 
procedure as might be expected from the average worker. In spite 
of his best efforts, he rarely succeeds in finding the correct pro- 
cedure. If he attains the standard set for him, he far more fre- 
quently does so through energetic effort than through any improve- 
ment which he may have devised in the method. The worker is 
in no position to establish the desired methods. He cannot make 
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the necessary improvements in tools and equipment and in operat- 
ing conditions. 

Management was soon to find this cost reduction problem again 
on its own hands, and to learn that the responsibility was its own, 
and not the worker’s. Incentives often proved to be nothing more 
than an inducement to the employee to work harder. Haste and 
overexertion could not compensate for work inadequately serviced 
and poorly tooled. It was found that time study could properly 
be introduced only after certain preliminary steps had been taken, 
namely: the determination of best operating methods; the prep- 
aration of standards to govern the operation of machinery and 
equipment and the use of tools; the establishment of standard 
routines for regular inspections, for maintenance, repairs, and 
lubrication of machinery and equipment; the provision for all 
necessary handling, clerical and general service functions ; and the 
maintenance of correct surrounding conditions. This was an im- 
provement, but management was still groping for an ultimately 
satisfactory form of labor cost control. 


Labor Savings Through Improvement in Working Conditions 


In its recognition of the possible influence of working conditions 
upon labor cost, management signifies at last that it is shifting 
the emphasis from the machine to the individual. This indicates 
a new endeavor in the direction of labor cost control, and it ap- 
pears likely that for the first time management has evolved a sound 
philosophy. 

The benefits of good working conditions accrue indirectly 
through their effect upon the employee. If we examine only a 
few factors, we are easily convinced of the efficacy of such con- 
ditions. 

For instance, quality of illumination has a demonstrable effect 
upon employee performance. The relation between eye strain 
and fatigue is well known. Tests which have been made on em- 
ployees working under varying intensities and qualities of illumina- 
tion indicate that their endurance and energy is impaired, and 
their performance declines, especially toward the end of the day, 
if the illumination is below standard in any respect. While it is 
usually impractical to attempt to assign savings in terms of dollars 
and cents, observable improvements in manufacturing often 
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emanate from improved lighting. It is more than a coincidence 
when a decrease in defective work, a reduction in equipment fail- 
ures, and a decrease in accidents follow the installation of a 
modern lighting system. 

The saving in defective work alone can often justify the expense 
of good illumination. In one textile mill, when the weave shed 
was supplied with excellent lighting facilities, the quality of weav- 
ing improved to such an extent that the reduction in mending 
costs alone was sufficient to cover the increased expense for elec- 
tricity. In addition, there was the advantage of a greater output 
of first quality goods from the weave shed. The effect upon 
morale is an important attribute of good lighting. Cheerful sur- 
roundings do provide a stimulus to the employee. The primary 
and immediate effect is better performance; the secondary and 
indirect effect is increased satisfaction with his environment and 
his job, thus removing one more possible source of irritation and 
complaint. 

General conditions may be improved in other ways also. Clean, 
orderly and hygienic factories have distinct advantages. Noise 
reduction is important in many industries. Facilities for rest and 
recreation likewise pay dividends, even if they afford only a minute 
and intangible element of attraction to the place of work. 

We expend great sums in the maintenance and care of plant 
and equipment. We lubricate, inspect, repair and exert every 
effort to prolong its life and usefulness, and to increase its effi- 
ciency. We shall make an equally good investment if we give like 
thought and attention to the welfare of our employees. 


Training, Instruction and Supervision 


Training, instruction and supervision are usually recognized as 
old fashioned remedies, but if we examine them for a moment, 
we shall find that they possess more potency than many of the 
modern palliatives that have captured popular fancy. 

Various substitutes have frequently been employed in their 
stead. Many an executive has become convinced that he requires 
a wage incentive plan, for example, because of the fact that his 
labor cost is obviously out of control, not realizing that he has at 
hand more effective remedies which can and should be made to 
serve his purpose. In other words, although he has formed and 
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is continuously maintaining a supervisory staff whose prime activ- 
ities should be devoted to labor cost improvement, a secondary 
and completely independent system is added only because the 
supervisory personnel is unable to carry out that function. 

In most industrial groups, wide variations of proficiency exist 
among the various individuals. It is not uncommon to find groups 
in which the best operator has double the value of the poorest 
one, with the others in the department located variously between 
these two extremes. This may be true even where operation stand- 
ards have been carefully established. 

Under any known wage plan, it is never possible to establish 
the ideal standard as the working standard. The reason is that 
the ideal is attainable only by a very limited number of men in 
the department. Consequently, the ideal standard time must be 
increased by 25 per cent, 30 per cent, sometimes 50 per cent, in 
order to bring it within the ability of the average employee. It is 
necessary to do this to establish a reasonable wage level for the 
group, but by so doing, there is sacrificed the difference between 
an attainable ideal and a relatively mediocre performance. It is 
possible, nevertheless, to attain practically ideal performance levels 
if we focus our attention upon the employee rather than upon 
control devices. 

The most important function of foremanship is instruction and 
training of employees. The neglect of this function appears to 
be somewhat commensurate with its importance. Most foremen 
are harassed with a multitude of details and routine: keeping time 
records and production records, searching for materials, super- 
vising the flow and movement of work, and engaging in clerical 
operations which could be performed by less able and less respon- 
sible personnel. As for instruction, the average new employee 
receives it but casually. A perfunctory explanation of the task 
is offered, which usually consumes ten or fifteen minutes of the 


foreman’s time, if he is not called away sooner to attend to some 


urgent triviality. If the employee is supposed to be experienced 
in the industry, even this brief formality may be omitted, and 
his career with the company starts with an assignment to a task 
without the benefit of any explanation or information beyond the 
indispensable minimum by which he is informed what is expected 
of him. If operation sheets have been prepared, the employee is 
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usually afforded the privilege of studying and interpreting these 
for himself. 

While we have made great progress in analyzing operations, 
we have done very little in analyzing the workers who are to per- 
form them. This should be the responsibility of the foreman. 
He should devote practically his entire time to training and teach- 
ing, and to study and observation of individual progress. He 
should study the difficulties encountered by various employees and 
seek to determine the cause for pronounced discrepancies in per- 
formance which may exist among them. He will be able to detect 
special aptitudes and proclivities for various kinds of work, and 
thereby effect a reassignment of duties which will make the best 
use of the available talent in the department. 

The chief value of such analysis and training of personnel, how- 
ever, will come from the discovery of causes and difficulties which 
are responsible for less than ideal performance. By means of the 
proper training, the foreman can bring the performance of the 
less able employees reasonably within the range of that of the most 
proficient. In this manner the average performance level of a 
department can be raised to a standard which approximates that 
of the best performance. As a practical matter, it has been pos- 
sible to raise the performance of the workers in a department so 
that the least proficient came within 20 per cent of the perform- 
ance of the best. Thus we can have a department with an average 
performance within approximately 10 per cent of the ideal. 

Ignoring for the moment any possible objection by those who 
would protest such use of a foreman’s time, let us see how he 
can accomplish such results. He would do it by devoting prac- 
tically all of his time to his employees. He would discover just 
why his best employee can attain unusually high performance 
on particular operations or elements, and he would also find out 
why other employees are not able to attain equivalent performance. 
This will require analysis of the operator, somewhat similar to 
the analysis which is made of the operation by the standards and 
methods engineer. 

Such a study should disclose useless motions, lost time, im- 
proper location of tools and materials, and other causes of waste. 
The foreman would ascertain what difficulties arise that disturb 
some men but do not disturb others, and his training and instruc- 
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tion would be devoted to the purpose of eliminating such waste, 
losses and discrepancies in practice. The foreman’s goal should 
be to teach and train every member of the department to a degree 
of mastery of his work equal to that of the best performer. He 
can actually teach a man to conserve his energies, to make every 
motion count, and to eliminate waste and loss of energy and time. 

An equivalent accomplishment probably could not result from 
the operation of any substitute system. 


Influence of Sound Labor Policies 


The influence of sound labor relations upon cost has always 
been important, although many establishments are apparently be- 
ginning to recognize this only for the first time. Such relations 
usually proceed from a long history of fair treatment and liberal 
labor policies. If you do not now enjoy such relations with your 
employees, your labor policies probably require overhauling. This 
means attention to wage and hour schedules, working conditions, 
procedures for hearing and settling grievances, employee aids and 
benefits, and other elements which form a part of progressive 
labor policies. The establishment of a new program, however, 
cannot be immediately beneficial. A period sufficiently long to 
convince the employees of a company of the permanence of a 
changed labor philosophy must elapse before there can be any im- 
portant effect upon employee attitude and thinking. 

Rational and considerate labor policies afford certain distinct 
advantages. They attract a better calibre of employee, improve the 
level of performance of present employees, reduce labor turnover, 
and minimize labor disturbances. 

The better type of employee will attain a higher level of per- 
formance and can be trained in a shorter time at less expense. 
There is entailed a smaller loss during the training period from 
low output, errors, accidents, poor quality of work, and damage to 
equipment. Such employees require less intensive supervision, and 
for a shorter period of time, before they become fully trained for 
their tasks. 

Employee performance obviously has a direct bearing upon cost. 
Even though the higher wage scales absorb all of the advantage 
of greater productivity, which is not always true, increased output 
is obtained from existing plant and equipment, and the quality of 
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work is better. This can be of great importance when manufac- 
turing capacity must be increased, as it is often possible to avoid 
investment in new plant and equipment if existing machinery can 
be made more productive through improved employee per- 
formance. 

If a company’s manufacturing process requires the annual pur- 
chase of some hundreds of tools costing $50 each, and if these are 
found to be so short-lived that they require two or three times 
the normal frequency of replacement, there is little doubt that the 
circumstance will receive careful study in an effort to find and 
correct the difficulty. Employee replacement of such undue fre- 
quency, costing perhaps $150 per man, still receives relatively 
scant attention. Each time a company must replace an employee, 
it must sustain certain personnel department costs, such as inter- 
views and medical examinations. The costs of training the new 
employee, however, are much more important, and in some indus- 
tries these can be very high. They will depend upon the necessary 
length of the training period, upon the value of work which is 
likely to be spoiled in production, and upon the diminished pro- 
ductivity of the equipment during the training period. Few com- 
panies have even an approximate idea of the total cost of a single 
replacement. More complete information along these lines would 
unquestionably result in a greater appreciation of the importance 
of labor turnover. 

Equally important with the above-mentioned factors is the fact 
that a less fertile field exists for labor agitators when the employee 
body realizes that its wage schedules are high, working conditions 
equal to the best, and that the company has established sound, defi- 
nite labor policies. The avoidance of a single strike will pay the 
cost of maintaining such policies for many months. 

Beyond the development of sound labor policies is the need for 
successfully applying them. Some aspects may be established by 
mere edict, but the basic company labor philosophy must be trans- 
mitted through the organization to the employees. Since the fore- 
men represent the contact line between labor and management, they 
are the ones who must interpret and communicate labor policy to 
the employees. This means that foremen must be selected who are 
sympathetic with the company’s labor policies, who exhibit fair- 
ness, and who invite the confidence of their employees. The most 
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progressive policies ever developed are futile if the supervisory 
personnel still holds to its traditional privilege to hire and fire, to 
establish and change wage rates, to assign tasks and to determine 
standards solely on its own judgment, unrestricted by the activities 
of the personnel and engineering departments, or unhampered by 
a labor policy established in the interests of better employee-man- 
agement relations. 


Employee Health, Happiness and Self-Respect 

There is reason for encouragement in the developments de- 
scribed above, since they indicate that this problem of labor con- 
trol is now being accurately appraised, though still in a limited 
number of cases, as one affecting personal and human attributes 
rather than one of mechanics. There are other factors of equiva- 
lent human importance affecting the health, general welfare, peace 
of mind, dignity and self-respect of the employees, which have re- 
ceived consideration to a still lesser degree. Some of these, we 
must frankly admit, we have not yet been able to solve, but sev- 
eral of them merely await our recognition of their importance. 

Many companies have found that it pays to conduct a health 
service for the benefit of their employees, first, to be sure that they 
are employing only healthy men and women who are physically 
able to perform the work, and second, by means of periodic med- 
ical examinations, to assist their employees in detecting incipient 
troubles before they become serious, and to advise them so that 
they may avoid health hazards. By such methods it is possible to 
maintain a higher average level of health aniong employees, there- 
by reducing time lost through illness, and generally improving 
their working effectiveness. Eye examinations, especially in fac- 
tories and mills where eye strain is great or where good eyesight is 
important, are frequently made. Attention to such details helps to 
keep the human body in better working order, and gives the em- 
ployee a better opportunity to improve his work. 

In somewhat similar fashion, the mental state of the employees 
can be maintained at a higher level, with greater personal satisfac- 
tion to them and with improved attitude toward their tasks, if the 
working environment is cheerful and inviting. The work place 
should be made worthy of the fact that the average employee 
spends one-quarter of his existence in it. 
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Finally, it is important for the management to adopt an attitude 
which consciously appeals to the employee’s self-respect. Few 
things animate men more than a gratification of their sense of 
importance. To show workers that things are being done in their 
interest is not sufficient. They should feel that, in some way, they 
have participated in the decisions affecting them. An appeal to the 
employee’s pride is a stimulation to better effort ; hurt pride has a 
negative and depressing influence, results in lowered enthusiasm, 
and will often provoke resentment and antagonism. 

One of the simplest ways by which an executive can create and 
maintain a wholesome spirit among his employees, is to devote a 
certain amount of time talking with them individually. One hour 
per week spent in this manner can be made very profitable. In 
these discussions, the employee has an opportunity to express his 
own ideas and preferences to the executive, but the executive has 
a far greater opportunity to enlist the aid and sympathetic under- 
standing of the employee in behalf of the company’s problems and 
purposes. Employees receive immense satisfaction from such dis- 
cussions; they are complimented when the boss asks them their 
views, and they feel that they have contributed to the resulting 
decisions. Furthermore, those individuals who have the oppor- 
tunity for such discussions form a nucleus of favorable opinion in 
the plant for the management and its objectives, whether in the 
interest of labor cost reduction or other purpose. Such opinion 
can be of great benefit in an organization, and can usually be de- 
pended upon to nullify the perversive influence of outside agi- 
tators, if the occasion arises. 

For many years, the industrial engineering profession has, al- 
most unaided, assumed the problem of securing labor cost control. 
That it has not met with the complete success which has distin- 
guished its attack upon other aspects of business operation is no 
doubt evidence that the problem is less a technical than a human 
one, and that it also requires the assistance of other agencies, such 
as the training supervisor, the factory architect, the medical pro- 
fession, and the specialist in labor relations. Recognition of the 
true nature of the problem will lead to an organization of all these 
agencies in the development of a program through which greater 
success may ultimately be achieved in the establishment of labor 
cost control. 
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MEASURED DAY WORK OR WAGE INCENTIVES? 


By Archibald Williams, Director of Personnel, 
Raytheon Production Corp., Newton, Mass. 


N WRITING on measured day work and wage incentives, I am 
aware that we are witnessing a currently increasing interest 
in this subject on the part of industrial executives and business 
leaders. The use of so-called incentive systems has been under fire 
more or less since their introduction over fifty years ago, and 
there is unquestionably no other phase of scientific management 
about which there has been more controversy or more related ma- 
terial published. To any student of management, a short perusal 
of the works of Taylor, Gantt and others will reveal that many of 
the issues confronting us today bear a striking similarity to the 
ones faced by those well-known pioneers in the field of scientific 
management. 


Scope of Discussion 


If this be true, it is quite reasonable to question ourselves re- 
garding what progress can be reported in the intervening half- 
century of industrial application, and also regarding what eco- 
nomic or sociological changes now contribute to produce an awak- 
ened interest in this problem on the part of management, labor and 
the public. The title selected for this paper suggests a limitation 
of the discussion to the relative merits and demerits of two par- 
ticular wage payment systems, one of which is rather widely used 
and popular, while the other is relatively mew, but receiving in- 
creasing publicity. However, in order to treat the subject with 
justice, I believe it will be necessary to approach the problem from 
a reasonably broad discussion of the general question of wage 
compensation. I trust I may be pardoned if occasionally I inject a 
little personal philosophy, particularly regarding the human and 
industrial relations point of view. 

In all fairness, I should like to make it clear that I was raised, 
so to speak, on the Bedaux system. In a dozen years of intimate 
association with its applications in a fairly large industrial plant, 
I saw a number of important modifications made, most important 
of which was the change from a “differential” (75 per cent Be- 
daux) basis to a 100 per cent Bedaux, which is fundamentally a 
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straight piece-work system (at least so far as the individual em- 
ployee is concerned.)* I wish to make this clear at the outset, not 
because I intend to defend the incentive systems used in connec- 
tion with the Bedaux system, but rather that you may become 
better acquainted with the background upon which I am going to 
draw for my discussion of this subject. 

Objectives 

Any navigator, in charting his course, must first establish his 
points of destination or objectives, and it is with this thought in 
mind that the following objectives are presented at this point: 

1. To establish an understanding of the basic differences, if 
any, between the measured day-work system and the incen- 
tive systems of wage payment. 

2. To provide an analysis of the basic factors involved in the 
general problem of wage compensation. 

3. To discuss the human and indusirial relations viewpoint 

4. To survey the recent trends in wage systems, with some ob- 
servations regarding future possibilities. 

The cycle in wage payment systems, as we now see it, has been 
as follows: first, the use of straight day work as the early and 
probably original wage payment. Next, the swing to wage incen- 
tives, and, finally, the introduction within recent years of what is 
apparently a combination or fusion of these two, known as “Measr 
ured Day Work.” 


Straight Day Work 


All of us are familiar with the pro’s and con’s of straight day 
work. Its utter simplicity as a wage payment system, the ease with 
which it can be explained and understood, and the relative stabil- 
ity of earnings all contributed to an early and popular acceptance, 
particularly among the employee group. The fact that voluntary 





* Under the 75 per cent Bedaux system, the worker received full value per 
unit up to “task” performance (60 point hour). Above task performance, he 
is paid a premium based on only 75 per cent of the value per unit, the other 
25 per cent presumably going to supervision and other indirect workers 
for their extra assistance in making the premium possible. Under the 100 
per cent basis, the worker receives full value per point for his entire per- 
formance, both up to and above task. Bonus to supervision and others for 
extra performance may be continued, but is paid as “indirect” expense and 
not from the fund as outlined under the 75 per cent basis. 
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output varies among individuals placed the responsibility of get- 
ting his money’s worth upon the employer. Standards of per- 
formance were set by the foreman’s conscience and were invari- 
ably highly controversial. The never-ending drive to bring the 
slow producers up to the fast workers contributed to an era of 
foremanship which has been symbolized by some under the de- 
scriptive title, “hard-boiled.” 

It can be justifiably stated that this system was basically unfair 
both to management and to employees. Management was buying a 
highly variable commodity, and in self-protection was forced to 
resort to questionable tactics, while employees themselves criti- 
cized the fact that no means were provided for rewarding the fast 
worker who was able to produce more units than his slower neigh- 
bor. “Therefore,” they argued, “Why try?” The result: restric- 
tion or stabilization of output at a point which, by mutual con- 
sent, the workers felt was all that should be expected of them. 
We are not unaware of the fact that a considerable portion of 
work still remains on a straight day-work basis, but it must be 
pointed out that, generally speaking, this method is only applied 
at the present time where the work is non-repetitive, involves rela- 
tively few workers, and is not readily susceptible to measurement 
or the establishment of standards of performance. 


Piece Work 


Little wonder, then, that the idea of piece work, “so much a 
piece,” was enthusiastically introduced as 4 remedy to the fore- 
going ills. At first flush, it appeared to have.all the desirable fea- 
tures one could ask for in a wage payment plan. It was easy to 
understand, simple to compute earnings, and rewarded the worker 
in proportion to his expenditure of effort and ability to produce. 
Furthermore, without any supervisory pressure, it provided an 
incentive for the worker to produce more pieces because he re- 
ceived higher earnings by virtue of higher output. Under the spur 
of increased earnings, the worker attained higher and higher levels 
of performance and output. 

However, it was not quite as simple as all that. It was at this 
psychological moment in the pageant of progress of wage pay- 
ment plans, that the proverbial wolf made his first appearance. 
His name was Rate Cut, and he has been hovering just around 
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the corner ever since. Unfortunately, rate cutting became a fairly 
general practice and was resorted to whenever: (1) earnings be- 
came out of line (frequently because the original rate was too 
loose), or (2) cost reduction was an issue, not only during general 
wage adjustments, but also, to meet competition. 

Regardless of its purpose, the reaction to this practice on the 
part of the employees was invariably the same. They soon lost 
confidence in the rate, the rate setter, and the management. “Why 
kill yourself, they’ll only cut the rate”! was a very familiar argu- 
ment. It is obvious, therefore, that one of the most important 
problems of the piece-work system is the establishment of fair and 
equitable rates. 


“Super-Incentive” Systems 


The next step, of course, was an attempt to circumvent the dif- 
ficulties and obstacles engendered by the straight piece-work sys- 
tem and the problem of rate setting. This was the development of 
what I like to call “super-incentive” systems, because if the 
straight piece-work system provided a so-called incentive to pro- 
duce more work, then these streamlined editions were generally 
designed to provide additional or extra incentives. Taylor’s Dif- 
ferential Piece Rate Plan in 1881, and Gantt’s modified Task- 
Bonus Plan in 1890 were but forerunners of innumerable plans 
and systems designed to lead the,worker painlessly into the higher 
levels of performance. 

Frankly, I am convinced that the word “incentive” is a mis- 
nomer, that it has been badly overused, that it naturally and in- 
variably antagonizes labor, and that we would be better off if the 
word were ostracised from our industrial vocabulary. Probably 
it is the worker in me. At any rate, I feel that it has been ex- 
ploited, not only for the reasonably ethical purpose of encourag- 
ing and stimulating workers to higher levels of production and 
earning power, but more frequently to impose on labor the prob- 
lem of finding the easier and better ways of doing things, which, 
in my opinion, is fundamentally a responsibility of management, 
and something the worker should expect to have done for him. 
Unfortunately, every time I see the word incentivce, I am re- 
minded of an old cartoon depicting a plodding old donkey. A few 
feet in front of his head is a bale of hay suspended from a pole 
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which is securely fastened to his back. The picture is captioned 
“Incentive?”’ It was probably drawn by some labor agitator, but 
I cannot fail to appreciate the force of the philosophy back of it. 


Differentials 

I am not going to attempt to enumerate these incentive systems, 
or to discuss them to any extent. They are quite adequately ex- 
plained in various textbooks on scientific management, and ac- 
cordingly, I recommend you to your library. However, you will 
be interested to learn that two radically different schools of 
thought prevailed with respect to the differential under these 
plans. One group of systems provided that beyond the basic task 
point, the worker should be paid at a considerably higher rate per 
unit. The others provided that a lower rate per unit should be 
paid beyond this same point. From the standpoint of economic 
and social justice, I have never become convinced that either one 
was either fair or right, or, for that matter, why any differential 
should ever exist in a wage plan. With an articulate and enlight- 
ened labor group, I believe it will become increasingly difficult to 
justify the use of the differential feature in any wage-payment 
plan. 

You may also be amazed by the fact that some systems were so 
complex that they could not even be explained to the workers! 
The workers were taught to consult complicated charts in order 
to find out what their earnings were, although, naturally, they very 
definitely knew how many pieces had been turned out and how 
long it had taken them. Was it proper to expect anything other 
than what happened? Could we expect to reap confidence, good- 
will, and unrestricted output from our workers, when we had sown 
the seeds of rate cutting, mysterious and complicated wage sys- 
tems and lip service in the form of “pep” talks? 

It is my strong conviction that if proper use had been made of 
the techniques of motion and time study during the introduction 
of straight piece work, we would never have seen the development 
of these more complicated incentive plans and structures. In my 
opinion, a good deal of the suspicion and antagonism, expressed 
by the workers today regarding the efficiency expert and the 
speed-up system are nothing more than a carry-over from yester- 
day’s sad experience. I feel very sure that regardless of how un- 
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questionable and honorable our motives might be at the present 
time concerning any employer-employee problem, particularly the 
wage system question, there still remains a long and patient edu- 
cational program backed up by sincere and honest demonstration 
before confidence will be permanently re-established. In other 
words, we are now reaping the harvest. 


Measured Day Work 


Now let us examine “Measured Day Work.” As one might in- 
fer from its name, it differs from straight day work in that it 
retains the idea of measurement, which was a basic feature of the 
so-called incentive systems. In the measured day-work system, a 
worker’s pay is made up of two parts, base rate and bonus. His 
base rate is a minimum or guaranteed job rate, determined by the 
type of job, and constitutes approximately 75 per cent of his total 
probable earnings. This base rate is constant, regardless of who 
the individual worker is, and will only move up or down with 
changes in the method of doing the job, or general wage fluctu- 
ations of a plant-wide nature. 

The bonus is that part of his pay which is based on the indi- 
vidual worker’s performance, as measured on the basis of four 
factors: (1) productivity, (2) quality of workmanship, (3) de- 
pendability, and (4) versatility. These four factors which de- 
termine his bonus pay may be individually weighted according to 
the requirements of the particular process or operation. Thus, 
productivity might go to make up 80 per cent of the total possible 
bonus, where quantity of output is the predominating factor. 

This is the “measured” feature of the plan, and some of you 
will recognize, no doubt, that up to this point, the system differs 
only slightly from a number of other well established incentive 
systems. The only novelty or departure from these other plans is 
primarily in the idea of incorporating other factors in addition to 
productivity as a basis for determining bonus pay. As a matter of 
fact, in a number of “modified” measured day-work plans, these 
other factors have beea eliminated and the bonus is based en- 
tirely on the worker’s productivity. 

However, the fundamental point of departure under the meas- 
ured day-work plan is the arrangement whereby the employees’ 
performance is measured over a reasonably long period, from one 
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to three months, and the fact that this record establishes his guar- 
anteed rate until the next review period. In other words, once hav- 
ing attained a certain level of performance and earnings, these 
hourly earnings remain constant during the ensuing period, re- 
gardless of his production, changes in work, methods, etc. This 
arrangement constitutes the “day-work”’ feature of the plan, there- 
by crystallizing several relatively important and significant con- 
cepts in our philosophy regarding wage compensation. 


Penalizing Workers for Factors Beyond Their Control 


Originally, straight piece-work plans compensated the worker 
only on the basis of productivity. He was frequently penalized as 
the result of breakdowns, shortages of work, poor scheduling, etc., 
until it became gradually recognized that this policy was exceed- 
ingly unfair and that the employee’s time was worth a minimum 
rate. This viewpoint has been enacted into law in Massachusetts, 
and our Minimum Wage Law for women and minors, which be- 
came effective October 1, 1937, provides such a minimum wage 
rate for many industries to be paid to experienced workers for 
time spent on the premises, regardless of output. These minimum 
wage rates, however, are only about 75 per cent of the average 
hourly earnings, and many progressive and liberal plant manage- 
ments have gone a step further with the following general policy: 
“When delays occur due to breakdown, shortage of work, etc., 
which are beyond the control of the operator, the operator will be 
compensated at his average hourly earnings.” In other words, 
under such a policy, the employee is not made to suffer any pen- 
alty or loss of earning power due to conditions beyond his control. 
Usually, this same policy is extended to cover conditions arising 
when methods are changed as a result of a program of motion 
economy or for other reasons, or when the operator is temporarily 
transferred for short periods to different work in order to meet the 
convenience of supervision. 

The measured day-work plan, therefore, incorporates a rela- 
tively new, but increasingly accepted philosophy regarding wage 
compensation, namely, that it is management’s responsibility when 
the records indicate sub-performance, whereas, under some of the 
other plans, the worker had to assume responsibility for report- 
ing, and in some cases substantiating, such delays and shortages 
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beyond his control. There is a distinct difference in the two ar- 
rangements from an operating and human relations viewpoint and 
it is evident that some supervisory training will be quite desirable 
in changing over from one to the other. 


Stabilized Income for the Worker 


The second important and unique feature of the plan is the 
valuable stabilizing or “ironing out” effect on weekly earnings. 
Considerable emphasis has been placed on this point, and accord- 
ingly we cannot fail to appreciate that this feature is the great at- 
traction which the plan has to the working group, unquestionably 
providing an important selling point in collective bargaining pro- 
ceedings. The plan also tends to satisfy the popular desire for se- 
curity, which has become an increasingly important feature of our 
whole industrial and social pattern of life. 


Measurement Feature Retained 


The third feature, and to me a most important one, is the fact 
that the plan retains the essential and basic feature of measure- 
ment. Nevertheless, it skillfully avoids the taint of the word, “in- 
centive,” and with the removal of this emphasis, the plan does not 
tend to antagonize workers and labor leaders, but rather encour- 
ages their endorsement. As a matter of fact, every modern tech- 
nique of motion and time study, job rate evaluation, and employee 
rating must carefully and properly be utilized in order to secure 
maximum effectiveness. 

Now, in the cold light of analysis, I believe that I have indicated 
that measured day work is a modification of the straight piece- 
work plan (where the protection against losses I have alluded to 
have been provided), except that it goes one step further. It guar- 
antees the worker’s earning power over a specified period without 
reference to his performance during that period. 

With regard to the cost of operation of a measured day-work 
system, I fail to see any considerable difference over that of an 
incentive system. No records are eliminated, and it is probable a 
few more might be added. Costing will be much the same as 
under any other system. For example, under a standard cost sys- 
tem, the same procedure will be followed as under other similar 
incentive plans. 
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To any manager or firm contemplating a change at this time to 
a measured day-work system or any other system of wage pay- 
ment, I would recommend a careful analysis, not only of the basic 
features of the particular system proposed, but also of the organi- 
zation and labor personnel of the plant involved. Particular atten- 
tion should also be given to the general philosophy and current 
trend of wage compensation. 


Importance of Measurement in Wage Payment Plans 


I am very strongly convinced that the basis of measurement 
must be incorporated in a properly designed wage compensation 
plan. This opinion is apparently supported by recent surveys 
which have been conducted for the purpose of ascertaining what 
is happening to incentive plans. 

Practically every commodity and service we use today is sold or 
rendered on a measured basis. We have become educated and ac- 
customed to the idea and principle of measurement in all our busi- 
ness and individual transactions. Moreover, in the final analysis, 
from the economic and sociological point of view, let us not lose 
sight of the fact that rates and wage systems, in themselves, only 
constitute a means to an end. That end or objective is not the iso- 
lated problem of fairly and properly compensating any individual 
worker or group of workers, but is consummated in the more gen- 
eral and fundamental process of providing a means of exchanging 
the products of one worker for the products of another. It is 
hardly necessary to go back to an elementary discussion of the 
principle of barter and exchange to demonstrate my point. 

This concept of the general problem of wage compensation can 
be arrived at by another line of reasoning by merely stating and 
reasoning out the following two simple questions: “Why have a 
wage payment system?” “Because we have to pay for certain work 
which has been performed.” “Why perform work?” And, of 
course, the answer is equally simple: “Because we want to ex- 
change the products of our toil for the necessities of life and some 
of the things the other fellow produces.” Money in the form of 
rates merely constitutes a convenient medium of accomplishment 
and a means to this end. We cannot fail to recognize that in order 
to consummate this exchange fairly and equitably, our entire in- 
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dustrial structure must be set up on the basis of fair and equitable 
rates for every individual worker. Otherwise, one individual or 
group of individuals must inevitably be favored or exploited be- 
cause of the unfortunate fact that their particular contribution 
was not measured comparatively with the others. 


This point is purposely made from the viewpoint of its eco- 
nomic and sociological implications alone. I want to emphasize the 
fact that the principle of measurement is fundamentally and basic- 
ally necessary insofar as the best interests of every worker is con- 
cerned. If this be true, why do we neglect bringing this to the at- 
tention of our workers? Why do we hesitate to teach and educate 
our workers in a little simple and elementary “country store” eco- 
nomics? Certainly, if these things vitally affect their welfare and 
earning power, and constitute industry’s medium of carrying out 
certain social functions, then I hold that we should accept the re- 
sponsibility of presenting these facts to them. The only practical 
way in which any individual worker’s contribution can be fairly 
and equitably evaluated and compensated for, is through the use 
of the very best techniques of measurement which automatically 
establish the necessary comparisons with the contributions of other 
workers. 


The Problem of Measurement 


If, therefore, we accept this general principle of measurement, 
earnings should be determined by the formula, earnings equal out- 
put times rate, with, of course, the protective features already dis- 
cussed against losses occasioned by delays beyond the worker’s 
control. Output involves the human expenditure of skill and en- 
ergy over a given period of time, and is primarily concerned with 
the determination of how long it should take to perform the task. 
Unfortunately, no one has ever developed a mechanical “dynamo- 
meter” for the purpose of accurately and scientifically measuring 
the expenditure of human output. Techniques of motion and time 
study have been developed, however, for this purpose, and though 
they are still susceptible to individual error in judgment, they con- 
stitute the best tools at hand. Micro-motion study presents a 
further refinement for relatively fast, repetitive types of work. 
Continued research will undoubtedly develop improved tools which 
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an enlightened and better educated employee group will naturally 
expect to be used for their own interest and protection. 


Job Evaluation 


The rate in the formula just alluded to, involves the monetary 
value of the task. Of necessity, this must be strictly on a compara- 
tive basis and for this purpose a fairly simple plan of job rate 
evaluation has been developed. It provides a means of first evalu- 
ating jobs without any reference whatever to earnings, usually on 
the basis of certain factors which are believed to determine the 
relative value and importance of the job, such as skill, responsibil- 
ity, working conditions, etc. After all jobs are evaluated quanti- 
tatively according to some arbitrary scale, they are then assigned 
money values which are established on the basis of their rating, 
the company wage policy, and the general occupational levels, In 
evaluating jobs, care must be exercised to rate the job only and 
not the operator, the latter being a very frequent and natural ten- 
dency. 

If it is felt that other factors in addition to productivity should 
be considered in compensating the worker for performance, this 
can be accomplished relatively easily, at least so far as providing 
for it in the wage formula is concerned. Unfortunately, most 
other factors, such as the ones suggested (quality, dependability 
and versatility), are not usually measurable directly, and involve 
the question of judgment. Where indisputable records are avail- 
able, less difficulty will be found in justifying the ratings of indi- 
vidual workers. However, where a certain amount of judgment 
must be employed, it has been my experience that there will usu- 
ally be a considerable amount of controversy, employee challenge 
and distrust. 

Because of the fact that individual comparisons are inevitable 
and also because employees are naturally suspicious of any fac- 
tors which are not objective and susceptible of direct measurement, 
they will quickly retort with accusations of prejudice and favor- 
itism. This objection can only be properly and adequately met by 
an educational program in training the supervisory organization in 
the art of rating. I recognize that there is much argument in favor 
of incorporating some of these other factors in the wage compen- 
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sation plan, particularly the factor of versatility, which has be- 
come of increasing importance in the program of employment 
stabilization. Nevertheless, I am inclined to be rather skeptical of 
their effectiveness, and feel that the desired compensatory effect 
might be accomplished more easily by incorporating them to some 
degree in the rate evaluation plan and possibly elsewhere, as for 
example, in a plan which may be used for determining employment 
preference. 


Additional Considerations 


I have not attempted to differentiate between group or individual 
work; in fact, I have purposely limited myself to the issues in- 
volved in individual work. The same general approach and 
philosophy will obviously apply to the entire problem of wage 
compensation. On the other hand, it is equally apparent that in 
group work, where the individual members are limited by the pro- 
ductive ability of the slowest worker, and also in individual work, 
where the operator is limited by the process or by the machine, 
these conditions introduce an additional factor which must be 
considered. 

In such cases of restricted output, we recognize that the incen- 
tive element has been materially diluted, if not almost completely 
removed. It follows, therefore, that the measured day-work plan 
becomes a very natural and logical basis for handling such cases. 
In fact I am reasonably convinced that this fact, in itself, has been 
primarily responsible for the rather universal acceptance of this 
plan in the Detroit area, where the methods and processes of man- 
ufacturing have reached an exceptionally high degree of mechani- 
zation. Recent surveys indicate, however, that throughout the 
country as a whole, there is no impressive swing over to the meas- 
ured day-work system. As a wage payment plan, it has had a 
number of successful applications over a sufficient period of time 
to demonstrate its effectiveness. Time alone will prove whether 
it is just another interesting experiment or a constructive and 
progressive step forward—a permanent and lasting contribution 
to the problem of wage compensation and the art of scientific 
management. 
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Conclusion 

In conclusion, let me suggest that we employ a new concept 
and philosophy in our approach to the question of wage compen- 
sation, one motivated by the human and industrial relations point 
of view. In the past, most wage payment plans were “sold” to 
management primarily on the basis of their effectiveness in cost 
reduction. Almost anyone with a slide rule and a stop watch 
could go out and do a job on the plant, whether they could talk 
the language of the worker or not. Sometimes the worker was 
taken aside and told what it was about, although frequently even 
this was done in a language he did not understand; but in most 
cases he was not even shown that courtesy. 

Let us, therefore, approach the analysis of any wage payment 
plan from a consideration of the plan’s fundamental fairness to 
the worker. I have little doubt that the time is coming when man- 
agement will generally accept the responsibility of justifying and 
substantiating its wage compensation procedure to its employee 
group and we should accordingly emphasize the worker’s stake 
in any plan vitally concerning their welfare and earnings. Let us 
apply the best tools developed to date for the purpose of measure- 
ment. Let us educate and train the supervisory organization and 
the workers in the philosophy and economics of the purpose of 
wage compensation. Let us develop among ourselves the open- 
minded attitude that when, as, or if, new and better tools of 
scientific management are developed for wage payment, we will 
carefully consider their installation, just as we have adopted a 
progressive policy regarding the replacement of obsolescent me- 
chanical equipment. 
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AN APPLICATION OF MEASURED DAY WORK 


By Coleman Sellers, 3rd, Plant, Manager, 
William Sellers and Company, Inc., Philadelphia, Pa. 


HIS is a description of a system of wage payment installed 
in the machine shop of William Sellers and Company, Inc., on 
January 1, 1938. 

Before going into the details, we should understand just what 
we mean by “Measured Day Work.” There seems to be some 
difference of opinion. The measured day-work plan which I am 
going to describe consists of an hourly rate for each machine op- 
erator, which is subject to change up or down periodically, depend- 
ing on the man’s performance. Fitters, assemblers, electricians, 
crane operators, etc., are not included. Only those whose per- 
formance can be definitely measured are included in the plan. In 
other words, a man works at a fixed hourly rate for three months, 
during which time careful records are kept of his time compared 
to standard time and of his spoiled work. At the end of the three 
months’ period, all rates are reviewed and adjusted according to 
the performance. 


Measured Day Work Without Periodic Revision 


Some companies have a plan that goes by the same name and 
which works very well, but no periodic revisions are made. They 
pay a fixed rate per hour depending upon the worker’s occupa- 
tion and ability. This is checked against standards and gives a 
record of the man’s performance. This may be used for the pur- 
pose of: 


Granting increases when deserved. 

Telling which workers need spurring. 

Determining which men should be promoted when there is 
an opening. 

4. Determining which men to let go when a layoff is necessary. 


Wh 


The principal difference between the two plans is that there 
is no automatic revision under the plan just described. 
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Advantages of Measured Day Work 


Measured day work has a number of advantages and disad- 
vantages. Among the advantages I might mention: 


1. Simple payroll make-up. Each man has an hourly rate 

which, multiplied by the number of hours he worked, gives 

the payroll figure. 

It is easy for the men to understand, although they must 

have confidence in the administration and the setup of the 

ratings. 

3. It will probably meet with more favor on the part of the 
unions than some other complicated systems. 

4. The man knows that he is on steady wages from week to 

week and can count on just what will be in his pay en- 

velope. He does not have the fluctuation occasioned by piece 

work and some bonus systems. 

The incentive still remains, although we have the advantages 

of the day-work system. 

6. It gives a good opportunity to point out poor workmanship. 


iS) 


The Trend Away from Incentives 


There has been a trend in recent years toward simplification of 
systems of payment. Twenty-five or thirty years ago, when in- 
dustrial management became popular, a great number of wage- 
incentive plans, some more complicated than, others, were installed. 
Today, the reaction is setting in and in some places there is an 
aversion to wage-incentive plans, probably because of union domi- 
nation. 

One state, Wisconsin, has gone so far as to consider, at the last 
two sessions of the Legislature, the passing of a law against such 
systems. Here is how it reads: 

No employer shall engage employees to work under a group system, 
standard time system, or other wage-incentive system plan of wage pay- 
ment usually referred to as “point premium plans.” Every employer 
shall be required to pay his employees by a system that will enable each 
employee to know the exact earnings of each workday on a straight time 
unit basis or by a unit piece-work basis. No employer shall by a con- 


tract or any other means with an employee secure exemption from the 
provisions of this section. 
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Conditions Leading to Adoption 


In order to better understand the plan which is about to be 
described, it would be well to examine the conditions that led to 
the adoption of the system. William Sellers and Company, Inc., 
in this department, makes machine tools of various kinds such as 
metal planers, 48” and up, horizontal boring, drilling, and milling 
machines, 4” spindle and up, wheel lathes, vertical boring mills, 10” 
swing and up, drill grinders and tool grinders. Most of these are 
large and require a variety of sizes of work. The large machines 
are not made for stock, but some of the smaller units may be 
stored in quantities of three or six. The setup required under 
these difficult conditions might be stated briefly, as follows: 


Very accurate machine work. 

Great variety of parts in size and shape. 

Small quantities—rarely over 25, except on bolts, etc., and 
some parts for grinders. The majority of parts are 1, 2, or 
6 in number. 

4. Frequent change in designs. 

5. Improvements and modifications to suit customer. 


as 


Formerly, we used straight piece work. Several years ago, to 
make a more flexible system, we modified this to get standard 
times, that is, the time was established and 33 1/3 per cent added 
to this as a bonus. Machine base rates were established. If it 
was estimated that a man should do a job in 30 hours, he was 
allowed 40; and if he actually did the work in 30, he received the 
40 hours times the machine base rate for his pay. If he ran over 30 
hours, he got proportionately less. If he ran over 40 hours, the 
man was guaranteed the base rate. Work was routed from the 
production department and operation sheets were made out show- 
ing each operation, tools, setup time and the bonus time. 

In December, 1936, the shop was running at about 50 per cent 
of capacity when we had a sudden influx of orders. Probably 
orders for eight months’ work were received in a space of about 
six weeks, and all of it was wanted in a hurry. Much of this work 
required changes in design involving drawings, patterns and 
new time standards. The result of this was a somewhat chaotic 
condition. The working force had to be built up rapidly and 
the only mechanics available were of a poorer type than the older 
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men in the plant. Bonus times could not be met by the new 
men and to hold them, special allowances were made. Once this 
was done, they continued to expect the allowance. The bonus 
system became difficult to enforce, and the men lost confidence 
in it. 

It was partly to overcome this condition that we decided to in- 
troduce measured day work. By having an entirely different sys- 
tem of payment, we could cancel all bonus times and start with 
a clean sheet. 


The Plan Described 

Briefly, the plan is this: 

Each man’s rate consists of two parts, occupational rate and 
personal rate. The former is not subject to change. The latter 
is the only one that varies. For a skilled mechanic the occupa- 
tional rate is about three-quarters of the total rate. 

A committee was appointed to get up the rates at the start, and 
consisted of the personnel manager, production manager, general 
shop foreman and plant manager. For the personal rate, the de- 
partment foreman was also put on the committee. 


The Occupational Rate 

For the occupational rate, a survey was made of all the machine 
tools, and their relative importance was listed. The importance of 
the workmen themselves was disregarded completely, and only the 
job itself was considered. Each machine was evaluated on the fol- 
lowing plan: 


Lowest occupation in shop ............eee8 400 
Ee Pr ee rere Max. 400 
Responsibility involved .............0+. 100 
SE icc de sei nekeekenesnnnseades 6 150 
re rT rer terre ” 100 
ROUEN GUTIIUORD 65 ndkscnecscecicscas " 50 

TotaL: 1,200 


For the first factor we consider the skill required to operate the 
machine. This involves not only the time to learn to operate this 
type of machine, but includes the background required and the 
years of experience which were required in that type of work. 
The skill for a small drill press was relatively low, while it was 
high for a large planer type milling machine. The responsibility 
involved considers the hazard of error and its probable cost to 
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the company. If a machine works on pieces that cost hundreds 
of dollars, this rating is high. The mentality considers the brains 
and education of the man required for the job. The physical 
effort considers both the amount of effort and the frequency or 
continuity of that effort. The working conditions have to do with 
the temperature, lighting, dust conditions, safety, use of cutting 
compound, etc. 

After rating each machine on these various points we had num- 
bers from 1,200 down. In order to get a wage approximately 
the level for the vicinity, as determined by a survey, an arbitrary 
figure of 120 was assumed for the workers’s perfect score. Sev- 
enty-five per cent of this is 90, and the occupational part of each 
man’s rate was then figured by dividing the rating by 1,200 and 
multiplying by 90. The other 25 per cent, or 30 points, represents 
a perfect personal rate. 


The Personal Rate 
The personal rate was made up as follows: 


PND 5.55404 k0608s sd cneeeoenemeeeen 35% 
SE {nb bw a siege Swen danke cea cee ewhn 35% 
ON Ee eer eer: ener 10% 
ET Ween tennnuds ob sbiadepenraeeeee 20% 





ToraL 100% 

Each man was given a rating depending upon his record for 
the previous nine months. Dependability and versatility were de- 
termined by the committee in conference with the foreman of the 
department in which the man worked. If his total score was 50 
per cent, his personal rate was .50 x 30 or'15c., which was added 
to the occupational rate. 

You will note that productivity and quality are rated equally. 
This brings up an important point. The old system of payment 
made it difficult to control the quality. The men were inclined to 
hurry through their work and try to get by with it. The pieces 
would go to inspection improperly made. By the time they were 
sent back to the department, considerable trouble was involved in 
getting the worker to correct them on his own time. With the 
new system, every error that takes over one hour to fix is recorded 
against the man and affects his rate for the next period. Further- 
more, even if he gets paid for it, it will reflect in his productivity 
as well as his quality. 
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Results Obtained 


The results of the change were very noticeable. The men were 
more contented. They knew just what they were going to get 
in their pay envelopes each week and were willing to give the plan 
a trial to see how it worked. The arguments over the allowed 
time stopped or became insignificant. This probably was because 
they knew the allowance would not affect their next week’s pay. 
If they did not make the standard time they sometimes mentioned 
it to their foreman and asked that the allowed time be reviewed. 
However, they did not stop work to argue about it, but went right 
on with their next job. 

The quality of the work immediately improved greatly. Men 
who had formerly been trying to slip work through inspection 
changed their tactics. One of the worst offenders went two 
months before he had a single error. He had been given a rate 
nearly 20 cents lower than he had averaged on the bonus system 
because of his record, and he was trying to pull it up. 

The figures showed that in the first three months the productiv- 
ity did not suffer greatly. The average man was able to meet 
the time. The productivity average of all the men in the system 
was 97.1 per cent of standard for this period. A few rate changes 
were necessary at the first review period. Most of these were in- 
creases, with a few decreases. Those men who were to be re- 
duced were called in before the committee and told why a reduc- 
tion was necessary. Some of the men were prepared for the 
change, as a preliminary review, taken after two months of op- 
eration, had disclosed there were one or two outstanding examples. 
These men were told by their foreman that a reduction was com- 
ing unless they improved their performance considerably. 

Of course, you must bear in mind that we had chosen a good 
time to introduce a new system. Work was falling off and men 
were being laid off, as the third shift had been given up. The 
men probably realized that they were in no position to put up 
a strong fight unless they did it through their union, which was 
‘an independent one. 


Introduction of the Plan 
The method of introducing the plan was as follows: The com- 
mittee worked out all the new rates and had everything in readi- 
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ness. Then a notice was placed in the pay envelopes on Friday 
afternoon explaining the new plan and giving each man his new 
rate of pay. The plan started the following Monday morning, and 
all the men involved were invited to a meeting which was held 
during the lunch hour. We went over the plan and explained it 
and then allowed the men to ask questions. There were a few 
questions, but no argument. 

The men, on the whole, approved of it, and, out of about 75 
men affected, only one complained. His complaint was not about 
his rate, but because he had been with the Company twenty years 
he thought his rate should have been higher than certain new 
men. We told him to wait until the adjustment date came and, 
if he was better, it would show up in the new rate. 


Rates for Learners and New Employees 


Learners are not eligible for the new plan until they have been 
with us two years and have settled on a machine for at least six 
months. Then they receive a rating which consists of a percent- 
age of the occupational rate plus the personal rate. The per- 
centage varies from 60 up. The personal rates are low, as the 
learners can not be rated high in productivity, quality or ver- 
satility. 

Starting rates for new men are set at the occupational rate plus 
50 per cent of the full personal rate. This is temporary and sub- 
ject to adjustment after their first month of service. Their rate 
for the balance of the period until the next review date is based on 
this first month’s performance. 

The men are keenly interested in their rating and in that lies the 
good part of this plan. It is day rate with an incentive. It has 
all the advantages of the simplicity of a day-rate system, yet the 
men are conscious of a systematic measurement of performance. 
Performance is measured by tabulating cards giving standard and 
actual time. Spoiled work is recorded by inspector’s rejection 
slips which bear the man’s name and number. These are ap- 
proved by the foremen. 

It may be that when labor is in the saddle again, there will be 
trouble in reducing a man’s rate. That remains to be seen. How- 
ever, the plan of bringing him before the committee and laying 
the cards on the table will probably make him realize why action 
of this sort is necessary. 
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